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B.	 FRAN-8341, 15 October 1959 e/7-S7/77,-/ 	 '''

I.	 Per the discussions held with COS on 23 September 1959,
cost calculations and our estimate, based thereon, of ry
are itemised below.	 Relevant comments and explanations
cost schedule are contained in the succeeding paragraphs.

A.	 Estimated project termination costs;

1.	 Employes separation costs:

a.	 Christmas bonuses

b.	 Severance pays:Eta (excluding
thDee for L-1, L-4 and L-8) 	 DM

a.	 January-March salaries of L-1.
L-4 and L-6) 	 DM

2.	 Principals' termination settlements (equivalent
salaries:

a.	 L-1	 DM
b.	 L-4	 Lit

a.	 L-8	 DE

3.	 Other termination costs:

a.	 Office rental contract	 DM
b.	 Telephone system contract	 DM
a.	 Miseellsneous dismantling posts	 DM
d.	 Miscellaneous accounts payable	 rm

4.	 CARDTIALE GmbH liquidation costs:

a.	 Liquldator's fee	 DM
b.	 Miscellaneous liquidation expenses 	 rat

Approved:

..j/...-,' %--	 ' 	 -- ' 6	 -.

--z: 4 ceee 24;:i

Project termination
60 budgetary requiremerts

keyed to each item in the

DM 2,464

27,452

13,725

to nine months'

24,075

9,000
8,100

13,280
15,000

2,706
',,,000

3,000
3,600

3 c :(7 47 --/	 6 - 0241

C

Attachment: CSC
Inventory ofCARD/3:4LE assets

Distribution:
2 - COS Watt.
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5.	 Safety margin for miscellaneous
unanticipated costa:	 DM 5,000 Pr 136,422

B. Estimated imams:

1.	 Prom sale of assets 	 DM 17,305

2.	 Prom accounts receivable 	 DM 8,000 os	 25,305

C.

D.

Estimated net project termination costs:

Reespitsietton of FY 60 *oats (disbursements):

DM 114,,m,

Project funds already disbursed (iocluding
Mover 1959 subsidy)

Projected December operating wets (fixed and
variable), exelvelve of Item A.1.a. above c 3

Estimated net project termination ovate inc 

E. Total FY 60 budget required DM r 3
or . $ C

',Ear/ CA./
U. In paragraph A. of the *hove schedule (estimated project termination ecets)a

A, Its 1.a. is the total of norm/ Christmas bona* payments for all CARDINALE
eaployeas.

B. item 1.b. includes severance pey to four employon whose tenure mad status
require payment of many until 31 Merck 1960 (DM 10,452); one or two memthe gra..
tattoos salary paymorge to the remaining personnel, depending om their relative
amPlaramort status (es4 DM 13,000, exact macent to be determined); mod employer's
taxes on the above and Item 1.a. payments (ea. DM 4,000, snot mount to be deter-
maned).

C. Its i.e. ooneists of salary permeate for 1.4 (DM 2,615 monthlr). L-4
(DM 1,000 monthly) and L-8 (Dm 900 monthly) for the three-month period dernartareh
1960. In *Met, this extends the MARK moployment of these three principals
through the first quarter of 1960. During this period the earviees of all three
will be required to brindle the rather complex tasks involved in closing dawn 	 "new
and CARDINALE operations. 1.-1 will be needed primarily to handle the 01alehal of
assets and rosaries to mettle the overt affairs of CARDINALE (including the oar-
aisl eigesies) and to advise generelly on IX:CASSOZ soomections in the process of
dissolution. lest's services will be needed to settle accounts with distributers,
to terminate liaison and baoketopping connections with the Bundespost ad to deal
with employee emitters (ineluding employee claims agaburt CAID)TME if they should
arise). 1...6 will be actively splayed for at least the first three months of 1960
to handle post-liquidation occreepomdemos, pay bills and generally ant as a liqui-
dation clearing *Moe.

D. Its 2 termination settlements for 1.-1. 1 -4 and 1.48 represent nine-month
severanee pay in *mob ease. It is pose/tie that 1.-8 will sentiore to °Work offw
part of her termination settlement after her employment mods on 31 Mite 1959 by
assisting the Liquidator in his correendenoe mod negotiations 11th belated creditors
and by oretinidag to act aseeentral liquidation clearing point as aseded. lathe
ease of 1.-4, the smart proposed is not out of Use in view of the agent's almost
ten-yerec MARK service. The sat proposed for LA is propertimoste to his pat
salary status (relative to 	 and L-4) end appears sommeneurects with his nine-year
utilisation by XDBARK.

FORM USE PREVIOUS EDITION CLASSIFICATION PAGE NO.

10-57 53a
(401

REPLACES FORMS
51-28, 51 .28A AND 51-29 SECRET 2F I CONTINUED
WHICH ARE OBSOLETE



DISPATCH SYMBOL AND NO

CONTINUATION OF

DISPATCH
ROBA-6031

GASSIFKATION

SECS T

E. Item 3.a. amount represents the unpaid balance on the office rental con-
tract. This *entreat is binding until 30 April 1961, that is, for sixteen menthe
following the termination of operations on 31 ressber 1959 (nenthlY rental of
DM 830 a 16 . DM 13,280). It is quite possible that this ancuat can and will be
reduced by finding smother tenant to take over the contract or bly an auvingnment
whereby CARDINALS sublets the offices for a reduced rent for the duration of the
contract. The latter alternative is the acre likely prospect, but it is still too
early to eating* the extent by whieb the total amount might be reduced in this
way. the hove aceertingly included the full sat of the sentrant, subject to a
Possible fatty* reduction.

P. Its 3.b, is en amount representing the estimated coat of liquidating the
CARIXDMIS telephone system contract via a negotiated settlement with the Nundespeet.
This standard ton-year contract is legally binding until 23 PabruarY 1965 (DM 346.93
x 62 menthe - OK 21,509.66). In preliminary conversations with the Bundempost,
however, 1,-4 has determined that considerably less then the fell amount will be
sufficient to *Solve CARDINALS of ite contractual liability in this came. At this
writing we don't knew what this oompromise settlement will bet, but our best epees
is that it will be in the range of DM 10-15,000. The upper figure in this estimated
range has been used for the purposes of this calculation.

G. Item 3.4.  diamentliag nests include ammiate required to cover tax osnmul-
tants' fees, renovation coots sad *entreats for 'octal, gas, water amd burglar alarm
facilities.

H. Item 3.d. is a very rough estimate of the mama needed to mettle emitter
claims on CARDINALE. (Sets parapnephighelow.)

I. Item 4.a. is an amount provisionally met aside as a fee for the lawyer
designated to act as CAPDINALE liquidator and MARK ownership truetee during the
year (speerrjahr) following the initiation of legal li quidation. (During this year
the CARDINALS legal shell will remain alive, and its net worth cannet be liquidated.)
In recant disemaxione with C	 we have Conithickid that all things con-
sidered, L	 mould be the best candidate for this jab. LDCA38OCS-7, the
other possible candidate, is regarded an not sufficiently reliable and a bit too
expensive for this PUrp*** (we would have to extend the trusteeship contract with
him for another year). With L	 2 we would haws someone who wield be counted
on to represent MASK interests exclusively and unksaltatingly. Moreover, his
"outside* status would mintaint the possibility of personal entanglement with project
principals sed tam problems, and his extra-proJnet relationship to
would provide a desirable independent check on the liquidation process. In order to
avoid unmennsunorpnblierty for m	 .D as liquidator (the name of the liquidator
is announeed three times in the public press), it is proposed that 1,-/ set as initial
liquidator, reglostering himself as much in the official ihnxislaranister and taking
can of the press announeements, and thereafter turn over the function to a	 This
switch would involve the registration GCE- Jinn* in the Bandelaregister (am suc-
cessor to 1,-1) but would be otherwise empublieised. 	 satiates theiC
fee as liquidator (end as MARK ownership trustee) for the full liquidation year
would not exceed DM 3,000.

J. Its 4.b. is en arbitrary amount, calculated at the rate of am 300.mcntillsfor twelve menthe, to *aver incidental liquidation eunPunsaa %Wan 1007 arias. man
as the oast of maintaining et P.O. account and address for CARDMAISdnring the
liquidation yew.

K. Item 5, the last item in the termination cost schedule (Section A), is an
amount we have included to cover present/7 unforeseeable eixpeesees which may ariseduring the liquidation Protean.

Ill. In Section B of the above schedule (estimated ions) we bees included esamerra-tive estimates of two types of income which may be expeeted to endues grass liquida-
tion costs. These are;
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A. Itee 1, income from the sale of GAMMA office furniture, Printing
ocuipsost and two cars. Under separate cover attruderent is a coat inventory of
these assets, hared an current market conditions. Their total assessed value is
estimated at DK 28,842. Per present purposes, particularly in view of the need to
find buyers without undue delay, we have arbitrarily alecotrates this asernmeg
value by 40 per sent. The resulting *estimated sae value, DR 17,305 has been
used in the above calculation.

B. Item P, proceeds from accounts receivable. This le a rough estimate of the
amount which is expected to accrue from CANDIMIC debtors (largely sale outlets
for the aremereial magesine). See paragraph IV below.

IV. with respect to Section A. Item 3.4. and SectiomB, Item 2 (accounts receivable
and payable), it will be noted that these items tend to balance one another out,
that is, before comma goes into legal liquidation it is expected that income
from outstanding debts will largely cancel out payments to outstanding creditors.
After legal liquidation is initiated—this is tentatively plumed to take Place
some time in January 1960—the net worth of the business, that is. the realizable
value of assets less liabilities, will be "frozen * as far as MARK is concerned.
During the awning liquidation year, the liquidator of the firm is empowered to
%me the remaining assets to pay creditor claims ea they arise, but the final net
worth of the bealases ssanot legally revert to MARK until after the expiration
of the liquidationyear. As noted above, it is gamed, to redoes both stammats
receivable mod assounts Disable to an absolute minims before legal liquidation
"sets ink." In this weY, NEWARK sill realise a maximum relediursesmat from the
project to recluse FY 60 budget reeds and a minimum eamunt will rennin as unnesover-
Wale until FY 61.

V. You will note that, as a general rule, we have neminized oasts and ednistised
income In the paragraph I calculation. In other wards, we export that net project
termination costs will not exceed DM 111,117 but may well be leas than this amount.
Based on this essisum cost estimate, and including sUbsidy thuds already disbursed
and projected to *over December operating costa, the FT' 60 budget required for the
project is estimated at DN C_ 	 or UV_ J.

VI. As an aid in fitting the above calculations and cosments into a chronological r
framework, the following termination time schedule has been prepared, based on BOB
discussions with LWASSOOK principals and with L 	3 over the peat month.
This schedule is substantively tentative and incceplets, but it does provide 4 rough
working chronology of the tenalostien process in the oaring months.

November: Instruct L..7 to transfer his trusteeship of KUBARk's equity in
CARDDIALE to C.7 Notarised contract to be effective before
10 December.

December: Set date for Initiation of legal liquidation. P referably enestims
in January 1960.	 to be designated as initial liquidator.

Deceeker-Jamuary: TO the greatest possible extent convert physical assets and
soesunts receivable to cash, to apply against accounts payable and
current liquidation expenses.

Jenuarr: 1,..1 registers legal liquidation inibmaklaregister. =rift himself
liquidator, and ennounees liquidation three anosessive times in the
public press.

January: 10-1 and 1..4 formatly relinquish their CARDIN= equities. Beimhores-
aunt to them (necessary for tax purposes) to be deducted from their
tontines/on settlasents.

Januery-Ifebrsary: Lel transfers liquidation thahtits1
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January-February: L. -I prepares the required CARDINALE financial report, as of
the dote of initiation of legal liquidation.

February 1960 - January 19611 T5 Jaatisfies any remaining Cat creditors.

January 1961:i: Jpreparos the required CiadIlVALE fhmenoial report at the
end of the liquidation year and transfers the rosining realisable
net worth of the firm to KUBARK.

VII. The above calculations and time schedule *re based on the septa that L-1
will not find altermative moans of kasellaS CARDMLE gain after Sacesber 1959 as
a legal and tat entity. In actual fact, the thanes that same such MOMS

will be found sonnet yet be excluded. L-I is coationing his efforts through Items
commarelal end Pearce connections to find enough business to keep the firm together,
If only on a much rehweed scale. We enpost that the picture on this will be *leer
by the end of IRovemberat the latest. If no emu/rote alternative to dismolution
is submitted by 1.4 by that time, the above plasnlog will be implasented. If, on
the other bond, he comes up with a rim substantive proposal 'ditch cases that
he will be able to keep the boldness going without KOBUK funds after 31 teeember
1959, our present termination cost pliant/a& will bete to be completely revised.
In this event our liquidation problems will be simplifiedand seats reamed.

VIII. it is requested tint Station, within the framework of its overall adjuatemat
of the revised Ff'60 budgets announeed in PRAM 8341, take neosesarysetien to
assure adjuetwent of the IL:CASSOCK budget. Station ooneurrenee In the termination
Payeenta proposed tor L-I, L-4 and 1.-8 per pare/peg& fl.D. above is also requested.
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